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Why license?

+ Generating cashflow

+ Expanding geographically

+ Enable a partner

Licensor (IP Owner) License
e

+ Saving development time and cost

+ Higher chance of market entry

+ Avoiding infringement of licensors IP

+ Excess cashflows
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− Create pot. Competitor

− Monitoring costs

− Non compliance with contract

− Negative effects on own IP / 

reputation

− Loss of control

− Risk of sunk costs (lump sum)

− Terms and duration of contract

− Dependance on licensor in case of

infringement

− Effect on company value
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What kind of cake do we want to create?
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Envisage the deal

• What is your goal?

• Business reason (economic benefits, building relationships,…)

• Identifying your IP → subject of contract

• Understand your market

• What do you have to offer? What do you want to obtain? 

What do you want to avoid?
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Do you have the right to license?
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How to find potential licensees

Patent brokers, Marketplaces & Platforms, 

Communities

▪ What are the key players? 

▪ Who is the best fit to your needs?

European IP Helpdesk - 2024 https://een.ec.europa.eu/partnering-opportunities

www.epo.org/ip-professionals

Evaluate potential partners

▪ Market power, expertise

▪ How can you add value?

▪ Location, geografic scope, size, resources, track record…

▪ Financial due diligence

▪ Management & corporate structure

https://een.ec.europa.eu/partnering-opportunities
http://www.epo.org/ip-professionals
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Define your share of the cake

• Key points of negotiation

• Negotiation strategy

▪ Best possible outcome

▪ Acceptable alternative, fallback position, bottom line

▪ Outcome to be avoided

▪ Expected performance (milestones, actions)

▪ BATNA (Best alternative to a negotiated agreement)
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What about the other part?

Understand the other party:

▪ Expected positions of the other party (ideal position, bottom line)

▪ Needs, strategy, values, internal organization, business model, negotiation partners

▪ Strengths, weaknesses

▪ Degree of motivation to get a deal

▪ Potential challenges / issues

▪ Authority to take decisions / sign

Informed guess→ validate during negotiations!
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Further preparatory steps

• Protecting confidential information (NDA, MTA)

• Data/ documents to be offered or requested (MoU, LoI)

• Choosing the Team → internal alignment, negotiation skills

• Time frame
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Negotiation

• Term sheet → key terms

• Active listening / clear communication

• Note taking, share meeting minutes, drafting

• Consider walk out if necessary

• Drafting → both parties understand
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Content of Licence agreements I

• Contractual partners (licensor and licensee)

• Purpose
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Licensee

• Subject of the licence and definitions 
− Licensed products → scope of the contract

• Rights and restrictions

− exclusive (one licensee only) / non-exclusive (simple)

− Type of activities: Production / use / distribution

− Field of use (e.g. limited to particular market or industrial sector)

− Territory (e.g. only in the USA)

• Length of the Licence and termination
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Content of Licence agreements II

• Financial compensation, reports and right to inspect books 

• Grant backs and cross licences
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Licensor

• Rights and obligations regarding IP

− Decisions on patent strategy (Maintenance, countries)

− Patent costs: who bears which costs?

− IP infringement and enforcement (Rules on responsibility, procedure and cost bearing)
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Content of Licence agreements III

• Services from the licensor (Training, know-how transfer, consulting) → conditions

• Assignability, granting of sub-licences

• Resulting IP / improvements (licensor, licensee; ownership, access, conditions)

• Performance criteria = anti-shelving provisions („commercially reasonable efforts“)

• Governance (steering committee, licence monitoring)
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Content of Licence agreements IV

• Warranties, Indemnifications

• Anti-trust and tax considerations

• Signatures, certifications and registrations

• Applicable law and jurisdiction /dispute resolution (arbitration, mediation)
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Financial considerations

Balance of interests…depend on business reasons and goals

• Licensor: Return on Investment ROI?

• Licensee: affordable?

Risk

Reward
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Financial Elements

Minimum licence fees, annual

€

Down payment

Revenue

Sales-based licence fees

Option
fees

Signature
Licence agreement

Signature
Option
agreement

Option
period

Time

Milestones payments
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Overview on financial terms

• Option fees

• Milestones payments

• Down payment on signature of the agreement

• Royalties (ongoing payments; dependent on sales revenue or number of units sold)

• Annual minimum licence fees

• Licence fees for specific IP (e.g. know-how)

• Sublicence fees

Pay attention to currency and valorisation!
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Advice and Model agreements

Use and Limitations

• Resources of European IP Helpdesk
https://intellectual-property-helpdesk.ec.europa.eu/ip-management-and-resources/ip-business_en

• WIPO Survey on Models of Intellectual Property (IP) Related Contracts for Universities and 

Publicly-Funded Research Institutions: 
www.wipo.int/meetings/en/doc_details.jsp?doc_id=331856

• Example of a Model contract
https://www.ncp-ip.at/en/vertragsmuster-ipag/sample-contracts/ip-transfer
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https://intellectual-property-helpdesk.ec.europa.eu/ip-management-and-resources/ip-business_en
http://www.wipo.int/meetings/en/doc_details.jsp?doc_id=331856
https://www.ncp-ip.at/en/vertragsmuster-ipag/sample-contracts/ip-transfer


ec.europa.eu/ip-helpdesk

Continuing the business relationship

Post closing duties:

• Development of concrete development, marketing etc. plans

• Keep track of dates for actions, milestones, deadlines,…

• Contract management system → reports, payments, taxes

• Contract awareness: 

All staff involved should be aware of the conditions to avoid inadvertent violation

European IP Helpdesk - 2024
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Thank you!

• www.ec.europa.eu/ip-helpdesk

• www.epo.org/sme

• www.linkedin.com/company/htbcommunity

karin.hofmann@tuwien.ac.at

www.linkedin.com/company/tuw-rti

www.linkedin.com/company/les-austria
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http://www.ec.europa.eu/ip-helpdesk
http://www.epo.org/sme
http://www.linkedin.com/company/htbcommunity
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http://www.linkedin.com/company/les-austria
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